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PAID  UP  OIL  AND  GAS  LEASE 
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SEE  ATTACHED  EXHIBIT  'A'  FOR  LEGAL  DESCRIPTION  AND  ADDITIONAL  PROVISIONS 
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6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any 
other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased 
premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The  unit  formed  by  such  pooling  for 
an  oil  weH  which  is  not  a  horizontal  completion  shad  not  exceed  80  acres  plus  a  maximum  acreage  tolerance  of  10%,  and  for  a  gas  well  or  a 
horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for 
an  oil  well  or  gas  weH  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any 
governmental  authority  having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  'oil  weft'  and  "gas  weir  shat  nave  the 
meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  weir  means  a  weH 
with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  'gas  weir  means  a  well  with  an  initial  gas-oil  ratio  of  ioo  000  cubic 
feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease  separator 
fecilities  or  equivalent  testing  equipment;  and  the  term  ■horizontal  completion"  means  an  ol  well  in  which  the  horizontal  component  of  the 
gross  completion  interval  in  facilities  or  equivalent  testing  equipment;  and  the  term  'horizontal  completion-  means  an  oH  weH  m  which  the 
horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling 
rights  hereunder,  Lessee  shaH  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling.  Production 
drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shaH  be  treated  as  if  it  were 
production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall 
be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  tease  and  included  in  the  unit  bears  to  the  total  gross 
acreage  in  the  unit,  but  only  to  Vie  extent  such  proportion  of  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not 
exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any  unit  formed 
hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  conform  to  the  weH  spacing 
or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage 
determination  made  by  such  governmental  authority.  In  making  such  a  revision.  Lessee  shall  file  of  record  a  written  declaration  describing 
the  revised  unit  and  stating  the  effective  date  of  revision  To  the  extent  any  portion  of  the  leased  premises  is  Included  in  or  excluded  from 
the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shaH  thereafter  be  adjusted 
accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the 
unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shaH  not  constitute  a 
cross-conveyance  of  interests. 

7.  if  Lessor  owns  less  man  the  fuH  mineral  estate  in  aU  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties 
payable  hereunder  for  any  weH  on  any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that 
Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full  mineral  estate  in  such  part  of  the  teased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by 
area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees, 
executors,  administrators,  successors  and  assigns.  No  change  in  Lessor's  ownership  shaH  have  the  effect  of  reducing  the  rights  or 
enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  In  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been 
furnished  the  original  or  certified  or  duty  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  satisfaction  of 
Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  form  of  division  order.  In  the  even!  of  the 
death  of  any  person  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or 
decedent's  estate  in  the  depository  designated  above.  If  Lessee  transfers  a  full  or  undivided  interest  In  aH  or  any  portion  of  the  area 
covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in 
proportion  to  the  net  acreage  interest  in  this  tease  then  held  by  each. 

ft  Lessee  may.  at  any  time  and  from  Ome  to  time,  deSver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  ful  or 
undivicted  interest  in  all  or  any  portion  of  the  area  covered  by  mis  tease  or  any  depths  or  zones  thereunder.  If  Lessee  releases  aH  or  an 
undivided  interest  in  less  than  aH  of  the  area  covered  hereby,  Lessee's  obsgatJon  to  pay  or  tender  shut-in  royalties  shaH  be  proportionately 
reduced in  accordance  with  the  net  acreage  interest  retained  hereunder, 

10.  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased 
premises  or  lands  pooled  or  unitized  herewith,  in  primary  and/or  enhanced  recovery.  Lessee  shall  have  the  right  of  ingress  and  egress 
along  with  the  right  to  conduct  such  operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes,  including  but 
not  Nmited  to  geophysical  operations,  the  drilling  of  weds,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells 
disposal  weHs,  injection  walls,  pits,  electric  and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  to 
discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of  cost  any  oil,  gas,  water  and/or 
other  substances  produced  on  the  teased  premises,  except  water  from  Lessor's  wens  or  ponds.  In  exploring,  developing  producing  or 
marketing  from  the  leased  premises  or  tends  pooled  therewith,  the  ancillary  rights  granted  herein  shaH  apply  to  the  entire  leased  premises 
described  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other  partial  termination  of  this  tease.  When  requested  by  Lessor  in 
writing.  Lessee  snail  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less  than  330  feet  from  any 
house  or  bam  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent  and  Lessee  shaH  pay  for 
damage  caused  by  its  operations  to  buildings  and  other  improvements  now  on  the  teased  premises  or  such  other  lands,  and  to  commercial 
timber  and  growing  crops  thereon.  Lessee  shaH  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including  well 
casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter. 

11 .  Lessee's  obligations  under  this  tease,  whether  express  or  implied,  shaH  be  subject  to  aH  applicable  laws,  rules,  regulations 
and  orders  of  any  governmental  authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil, 
gas,  and  other  substances  covered  hereby.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by  such 
laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment  services,  material,  water,  electricity,  fuel,  access  or 
easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  imurrection,  riot  strike  or  labor  disputes,  or  by  inability 
to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause 
not  reasonably  within  Lessee's  control,  this  tease  shall  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessee's  opbon  the 
period  of  such  prevention  or  delay  shaH  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied 
covenants  of  this  lease  when  dfWng,  rxoducbon  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

12.  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against 
the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shafl  be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made 
and,  in  addition  to  its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder  In 
the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's  title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in 
royalties  hereunder,  without  interest  untH  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


-LESSOR 

BY:  Grand  Southgate  111,  LP 


NAME: 


TITLE:  fi-rA. 


ACKNOWLEDGEMENTS 


STATE  OF  TEXAS 


COUNTY  Of'XhlrY'A  VT^T  § 


Before  me,  tt      * .-— - 
personally  appeared   \IV  i  f  I  \(\JY\  tAC 


it 

the  undersigned  notary  public,  on  this  day 
TTZLk\      who  is  known  to  me  to  be  the 


person  whose  name  is  subscribed  to  the  foregoing  instrument,  and  acknowledged  to  me  that 
he/she  executed  that  instrument  for  the  purposes  and  consideration  therein  expressed,  and  in 
that  capacity  therein  stated. 


Given  under  my  hand  and  seal  of  office  this 


of 


,2008. 


My  Commission  Expires:. 
Commission  Number 


iry 


lie,  State  of  Texas 


HEATHER  PARRETT 
Ncrtwy  PUbflo 
OTATg  OF  TEXAS 
My  Comm.  Exp.11/1 2/2011 


EXHIBIT  "A" 


Attached  hereto  and  made  a  part  of  that  certain  oil,  gas  and  mineral   lease  as 

dated  &t   cPeoK  ,  by  and  between  Grand  Southgate  m,  LP, 

collectively  re/erred  to  as  Lessor,  and  Hott  Resources,  LLC,  as  Lessee. 

ADDENDUM  (ADDITIONAL  PROVISIONS): 

The  provisions  of  this  Addendum  are  in  addition  to  the  provisions  contained  in  the  lease 
and  are  intended  to  be  covenants  running  with  the  lease  and  the  land  covered  thereby,  and  shall  be 
binding  upon  and  inure  to  the  benefit  of  the  successors  and  assigns  of  the  parties.  This 
Addendum  is  incorporated  into  the  lease  to  which  it  is  attached  and  is  a  part  of  such  lease  for  all 
purposes.  In  the  event  of  conflict  between  the  provisions  of  this  Addendum  and  the  provisions  of 
the  lease  to  which  this  Addendum  is  attached,  the  terms  of  this  Addendum  shall  control  and  be 
controlling. 

1  •  Qi/  and  Gas  Only.  This  lease  shall  be  limited  to  oil,  gas  and  other  associated 
hydrocarbons  and  sulphur  produced  through  the  well  bore  with  oil  and  gas.  AH  references  in  this 
lease  to  "other  minerals"  are  hereby  deleted. 

2.  Shut-in  Royalties.  If,  during  the  primary  term  or  thereafter,  there  is  located  on 
the  leased  premises  (or  land  pooled  therewith  according  to  the  pooling  authority  contained  in  this 
lease)  a  well  completed  and  capable  of  producing  gas  in  commercial  quantities,  but  the 
production  thereof  is  shut-in,  shut-down  or  suspended  for  lack  of  a  market,  available  pipeline,  or 
because  of  government  restrictions  or,  if  it  is  economically  inadvisable  for  both  the  Lessor  and 
Lessee  to  sell  gas  for  a  time  as  evidenced  by  a  written  agreement  signed  by  bom  parties,  then,  and 
in  any  such  event,  Lessee  may  pay  as  royalty  a  sum  of  money  equal  to  $50.00  per  acre  for  the 
referenced  acreage.  The  first  payment  will  be  due  not  later  than  ninety  (90)  days  after  the  date 
the  well  is  shut  in,  and  subsequent  payments  will  be  due  annually  thereafter  (if  this  lease  is  not 
being  otherwise  maintained  in  force)  on  the  anniversary  date  of  the  period  for  which  the  prior 
payment  was  made.  Upon  proper  and  timely  payment  of  royalty  under  this  paragraph,  it  will  be 
considered  that  gas  is  being  produced.  Shut-in  royalty  may  be  paid  direct  to  Lessor  at  the 
addresses  set  out  in  this  lease.  In  no  event  may  this  lease  be  perpetuated  as  to  any  of  the  lease 
premises  by  the  payment  of  shut-in  royalties  for  a  period  exceeding  three  (3)  years  in  the 
aggregate. 

3.  No  Surface  Use.  The  surface  of  the  leased  premises  shall  not  be  used  by  Lessee 
for  any  reason,  even  though  Lessee  may  claim  rights  of  use  through  other  parties.  Lessee 
expressly  releases  and  waives  all  rights  of  ingress  and  egress  and  all  other  rights  of  every  kind 
and  character  whatsoever  to  enter  upon  or  to  use  the  surface  of  the  leased  premises  or  any  part 
thereof,  including,  without  limitation,  the  right  to  enter  upon  the  surface  of  the  leased  premises 
for  purposes  of  exploring  for,  developing,  drilling,  producing,  transporting,  mining,  treating, 
storing  or  any  other  purpose  incident  to  the  development  of  production  of  the  oil,  gas  and  other 
minerals,  in,  on,  and  under  the  leased  premises.  This  release  and  waiver  is  a  material 
consideration  to  Lessor's  agreements  hereunder,  and,  but  for  such  release  and  waiver,  Lessor 
would  not  lease  the  leased  premises  to  Lessee.  Lessee  may  develop  the  minerals  underlying  the 
leased  premises  by  pooling  or  unitizing  the  leased  premises  with  other  lands  adjacent  to  the 
leased  premises  and  conducting  drilling  and  other  surface  operations  from  drillsite  locations 


premises, '  l^^J^^Z^'t^^  "f1  feet  of  *e 
kept  to  a  reasonable  minimum  tTine  nto^S^ST  and  reworking  of  wells  shall  be 
technology  in  the  oil  and  gaTinS  toe  SSnShS.™*??'5'  .available  "P"*"**  and 
elsewhere  in  the  vicinity  of  u£K«n  S  £d  X^frdeVeI?pment  aPd  use 
conducted  in  or  near  an  urbar^(4tial  arel  i^L5^-^*8866  8  °Peratio^  are  being 
equipment  in  its  operations,  LeLTsS tak EJJLteSL?" '"-T  ™n-electric-powered 
mstalling  a  noise  su^ression  muffler  or  toeq^S   ^pS  ,0  muffle      sound  therefo5™  by 


this  lease  shall 


^^X^^L^^X^  term, 

twenty  020)  daffffi  $2Z&  toS^RFSSSf*  *  *"  ^  one  hundre« 
royalty  payments  shall  be  due  within  s££ (60?  £2 'afte? flvS^h"""16-  subseclue'« 
production  occurred.  Should  Lessee  fail  to  DaV  ,.K^  I?  of  J1"?  month  m  which  ^ 

pay  to  Lessor  interest  on  said  accrued UwSSSS tjT?*  ^  SUch  tmie>  *«  shall 
due  date  until  the  date  of  paymenTl!, ^Kn^S^ET*-1*"  * ,aw>  from  *> 

to,  and  not  in  lieu  of,  all  rights  Lessor W  have  as"S £Z£  P3^3^  sha"  be  in  addition 
Resources  Code  §§  91 .401  ltooug^l.405.  P  ^     °f  royalty  under  V  T  C  A-  Natural 

P-eeds^^fe^^  or  a  pipeline  company  of 

acquiring  legal  or  equitable  title  to  Zse  nrSTb,^       m  \*SSee'  or  °P^>r. 
times  hold  the  proceeds  in  trust fcrtaDftf '  f^f^J^  VP^tor>  wi»  «  al 
bankruptcy,  or  other  business  failure  0f  a  Ss£ ofS  J0*^3^  &e  ^vency, 
pipelme  company  transporting  proTction rCtoTeA^^  t356"  Premises  » 

payment  to  Lessor  for,  and  afrees  to  ray  Le^orSl LeSSee  wlU  rema5n  "able  for 
not  timely  paid.  Lessor  retainVme  rigta toleSL flE r  JL  /  ^  together  with  mte«*t  if 
period  of  written  notice  and  of^SS^HSSi  %S$£$ffi  **  a 

^  or  impii^a0ff^™sLe^  ^rrcdr,ted    m*  ^ 

purchase  or  discharge,  in  whole  orto parTmy  ^m^L^TV'  ^ s  option>  may 
premises  and  thereupon  be  subrogated  to^rigft  ofm Tholdef the™?6'  J""1  Up°n.the  leased 
accrumg  hereunder  toward  satisfying  samewVeimbu^e  r  '  f°d  may  ?PpIy  royalties 

owns  an  interest  in  the  oil  and  gas  undT Ae  le3 ^^iJ*  ,sLalso  a«reed  mat  >f  Lessor 
^^altiesar^shu,^ 

LESSOR,  AND  LESSOR'S  SfEOT&^rS  HOLD  HARMLESS 
ALL  EXPENSES,  CLAIMS,  DE^MNDS  LtABms P  f 2rf 'r^gASSIGNS  AGAINST 
ANY  NATURE  FOR  INJURY  TO  fro  heat-u^e  i^^^  AND  CAUSES  OF  ACTION  OF 
PROPERTY,  INCLUDING  WfflOOT Vn^^SS^10  LOSS  OR  DAMAGE  TO 

LESSEE'S  INDEMNITY  OB^S^T^  iSKSSSfSKSS1 


tigfitiitii 

times  while  self-insurance  IS  in  effect,  in  excess  of  $  1,000,000,000. 


Record  &  Return  to: 
Chesapeake  Operating,  Inc. 
P.O.  Box  18496 
Oklahoma  City,  OK  73154 


any  manner  provided  for  herein,  including  but  not  limited  to  operations  upon  or  production  from 
the  Leased  Premises  or  on  land  pooled  therewith,  Lessee  shall  have  the  exclusive  right  and  option 
to  renew  and  extend  the  Lease  as  to  the  lands  then  covered  thereby  or  any  portion  chosen  by 
Lessee  for  an  additional  two  (2)  years,  on  or  before  the  expiration  of  the  primary  term  as  stated 
herein,  by  payment  or  tender  to  Lessor  $10,000.00  per  net  mineral  acre  on  or  before  30  days 
before  expiration  of  the  then  applicable  primary  term.  Such  sum  shall  be  reduced  under  the 
applicable  Lease  provisions,  including  but  not  limited  to  proportionate  reduction  based  on 
ownership  of  Lessor. 

18.  Calculation  of  Bonus.  Lessee  shall  agree  to  include  in  the  calculation  of  the  bonus 
payment  any  easements,  accretions,  small  strips,  or  parcels  of  land  that  are  contiguous  or  adjacent  to  the 
leased  premises  which  are  determined  to  be  owned  by  the  Lessor. 


LAND  DESCRIPTION: 


3.256  acres  of  land,  more  or  less,  located  in  the  William  Lynn  Survey,  Abstract  973,  Tract  3D02, 
City  of  Grand  Prairie,  Tarrant  County  Texas.  More  particularly  described  in  Instrument  Number 
D205273133  filed  in  the  Real  Property  Records  of  Tarrant  County  Texas. 


